COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION

AT RICHMOND, MAY 29, 2009

PETITION OF

SPRINT NEXTEL CASE NO. PUC-2007-00108

For reductions in the intrastate carrier
access rates of Central Telephone Company
of Virginia and United Telephone-Southeast, Inc.

ORDER ON INTRASTATE ACCESS CHARGES

On November 7, 2007, Sprint Communications Company of Virginia, Inc.; Sprint
Spectrum L.P.; Sprintcom, Inc.; Nextel Communications of the Mid-Atlantic, Inc.; and NPCR,
Inc. d/b/a Nextel Partners (collectively, "Sprint Nextel") filed a petition with the State
Corporation Commission ("Commission") seeking a reduction in the intrastate carrier switched
access' rates charged by Central Telephone Company of Virginia ("Centel") and United
Telephone-Southeast, Inc. ("United") (collectively, "Embarq"). On November 16, 2007, AT&T
Communications of Virginia, LLC ("AT&T") filed comments in support of the petition. Embarq
filed responsive pleadings on November 28 and December 6, 2007. Sprint Nextel filed a
response on December 12, 2007, and Embarq filed a reply on January 2, 2008. On February 15,
2008, the Commission issued an Order Establishing Investigation that, among other things,
assigned this matter to a Hearing Examiner for further proceedings.

On April 15, 2008, the Hearing Examiner held a procedural conference, with

representatives from Sprint Nextel, Embarq, AT&T, the Office of the Attorney General's

' As previously explained by the Commission, "switched access ... provides interconnections of short duration
between [an interexchange carrier's] customer and that [interexchange carrier's] interexchange network."
Commonwealth of Virginia, ex rel. State Corporation Commission, Ex Parte, In Re: Investigation of the appropriate
methodology to determine intrastate access service costs, Case No. PUC-1987-00012, 1988 S.C.C. Ann. Rep. 232,
232 (May 18, 1988).



Division of Consumer Counsel ("Consumer Counsel"), and the Commission's Staff ("Staff") in
attendance. On April 17, 2008, the Hearing Examiner issued a ruling that, among other things,
established a procedural schedule for this case.

On September 29 and 30, 2008, the Hearing Examiner held public evidentiary hearings.
On or before November 4, 2008, the following filed post-hearing briefs: Embarq; Sprint Nextel;
AT&T; Consumer Counsel; and the Staff. In addition, the Commission received a number of
written and electronic comments in this matter.

On January 28, 2009, the Hearing Examiner issued a Report in this matter ("Report"),
wherein, among other things, he found that Embarq's intrastate access charges constitute a
subsidy having a detrimental impact on competition in the Commonwealth.> The Hearing
Examiner also recommended that Embarq's intrastate access charges be adjusted to eliminate the
Carrier Common Line Charge ("CCLC") over three years and further adjusted to current
interstate access rates in the fourth year.® On or before February 18, 2009, the following filed
comments on the Hearing Examiner's Report: Embarq; Sprint Nextel; AT&T; and Consumer
Counsel.*

On March 17, 2009, in response to a motion from Embarq, the Commission heard oral
argument on the findings and recommendations in the Hearing Examiner's Report. The
following participated in oral argument: Embarq; Sprint Nextel; AT&T; Consumer Counsel; and

the Staff.

2 Report at 40-41.
l1d.

* Embarq filed a corrected version of its Comments (non-confidential) on February 24, 2009.



NOW THE COMMISSION, having considered this matter, is of the opinion and finds as
follows.

Switched Access Charges

Centel and United (Embarq) are two incumbent local exchange carriers ("ILECs") in the
Commonwealth. Embarq serves "approximately 370,000 access lines in 90 communities in the
Commonwealth and provides a full portfolio of communications services to their customers,
including local, long-distance, wireless, high-speed data and video." The 90 communities
served by Embarq "range in size from small communities like Rich Valley to more urban areas
like Charlottesville."® In addition, Embarq's "gross book investment of its property, plant and
equipment in Virginia [is] approximately $1.1 billion."’

"Intrastate"” switched access charges are paid by long-distance carriers to local exchange
carriers ("LECs") for originating and terminating long-distance calls over the LEC's network
within the same state. For example, if a Sprint Nextel long-distance customer is provided local
exchange service by Verizon and that customer makes an in-state long-distance call to someone
provided local exchange service by Embarq, Sprint Nextel pays originating intrastate access
charges to Verizon and terminating intrastate access charges to Embarq.® Furthermore, LECs
may also offer long-distance services to their customers (i.e., through a package of services
usually including local, long-distance and miscellaneous services and referred to as a "bundle");

thus, Embarq (or its affiliated long-distance carrier) may provide Embarq customers with

*Exh.2 at 3.

SExh. 2 at 6.

7Exh. 2 at 3.

¥ In this example, if the long-distance call was made from a customer with Embarq local exchange service to

another Embarq local exchange customer, the long-distance provider pays both originating and terminating intrastate
access charges to Embarq.



long-distance service and pay intrastate access charges to other LECs (and effectively to itself)
for long-distance calls originating and terminating to other LECs' customers.

Embarq states that "intrastate switched access rates have been established at levels that
not only recover the costs of access service, but also help recover the costs of basic local

" Embarq further asserts that its rates for local exchange service do not cover the cost of

service.
providing such service.!” However, Embarq's local exchange rates — at Embarq's request — are
not established based on cost of service. Furthermore, the instant proceeding will not determine
the rates that Embarq can charge to its retail customers; those rates are currently governed by
Embarq's Modified Plan.

Embarq's Modified Plan, however, does not provide a specified method for determining
the level of intrastate access charges. Rather, such plan states that "[p]ricing for access services,
except as permitted in Section G above [regarding revenue-neutral rate changes], will be

nit Accordingly, in the instant proceeding, the prices

considered separately by the Commission.
for intrastate access charges are being considered separately by the Commission in accordance
with Embarq's Modified Plan.

Carrier Common Line Charge

Embarq's current intrastate switched access rates equate to $0.0517 per minute for United
and $0.0426 per minute for Centel.'> These intrastate access rates are more than five times

higher than Embarq's comparable interstate switched access rates and are more than three times

® See Exh. 2 at 4.
Y See id
! See Embarq's Modified Plan at § L (emphasis added).

12 See Report at 21.



higher than Verizon's intrastate access rates.”> The Hearing Examiner found that Embarqg's
intrastate access charges collect a subsidy for local exchange service from all carriers terminating
calls to Embarq's Virginia customers.'* Embarq does not contest this finding. Rather, Embarq
claims that its intrastate access rates "act as a subsidy for local exchange telephone service" and
that it "need[s]" such subsidies in order to serve its customers. '’

A major component of Embarq's intrastate access charges is a monthly fixed CCLC
amount which, according to the Report, is designed as a pure subsidy rate element.'® The CCLC
currently produces approximately $22.8 million of annual revenue.!” As explained by the Staff,
in 2001 the Commission issued an Order approving a settlement, agreed to by Embarq, designed
to reduce the per-minute subsidy collected through intrastate access charges — without any
increase in rates for basic local exchange telecommunications services.'® The Embarq Access
Settlement adopted a fixed CCLC recovery mechanism assuming that access minutes (and lines)

would continue to grow. 19 Rather, access minutes have declined in recent years; as a result,

Embarq's average intrastate access revenue per minute has not decreased to the level projected

" See, e.g., Report at 10, 21.

' Report at 40. Although we conclude that access charges present a subsidy for Embarq to the extent that those
charges are above the cost of providing intrastate access service, we have not determined — in this proceeding — what
services, if any, are being subsidized via access charge revenues.

1 See Embarq's F ebruary 24, 2009 Comments at 10, 17. See also id. at 28 (According to Embarq, its "current level

of intrastate switched access rates not only recovers the cost of switched access service but also helps recover the
cost of basic local service in the company's high-cost, rural areas.").

' See, e.g, Report at 4, 27-34.

' Embarq's February 24, 2009 Comments at 34. See also Report at 34; Exh. 1C, Attach. V.

® Commonwealth of Virginia, ex rel. State Corporation Commission, Ex Parte, In Re: Investigation of the
appropriate level of intrastate access service prices, Case No. PUC-2000-00003, 2001 S.C.C. Ann, Rep. 254
("Embarqg Access Settlement"). See, e.g., Report at 10-11.

" See, e.g, Report at 10-11.



under the settlement. In other words, the fixed CCLC revenue amount is being recovered from a
decreasing base of switched access minutes and, therefore, increasing the average per minute
intrastate access rate paid by long distance carriers contrary to the intent of the settlement.*

Reductions to Intrastate Access Rates

The subsidies contained in intrastate access charges distort the true cost of providing
service, the true value of such service, and the development of the market for telephone
services.”! As noted above, Embarq's intrastate access rates are more than five times higher than
its comparable interstate access rates, and the agreed upon prior attempt (in the Embarg Access
Settlement) to begin reducing Embarq's intrastate access rates was unsuccessful. We also have
considered, among other things, Embarq's status as the second largest ILEC in the
Commonwealth®® and the existence of Embarq's Modified Plan. In addition, we find that our
decision herein is consistent with the General Assembly's local exchange telephone service
competition policy as set forth in § 56-235.5:1 of the Code:

The Commission, in resolving issues and cases [under this title,] ...
shall, consistent with federal and state laws, consider it in the
public interest to, as appropriate, ... promote competitive product

offerings, investments, and innovations from all providers of local
exchange telephone services in all areas of the Commonwealth.?

% See, e.g., Report at 9-11.
*! See, e.g, Report at 24-25,

?2 Based upon information filed with the Commission, Verizon (that is, Verizon Virginia Inc. and Verizon South
Inc.) has the greatest number of access lines in Virginia and Embarq (that is, United and Centel) has the second
largest number of access lines in the Commonwealth.

% Embarq asserts that § 56-235.5:1 of the Code "simply does not mandate the elimination of subsidies from
[intrastate access] rates." Embarq's February 24, 2009 Comments at 3. As stated above, we find that our decision
herein is consistent with this statute; we need not, however, and have not concluded that such decision is mandated
by statute.



Accordingly, we again find — as the Commission did in the Embarq Access Settlement —
that it is reasonable to decrease Embarq's intrastate access rates in order to reduce the level of
subsidies included in such charges. First, we find that it is reasonable to modify the CCLC
recovery mechanism so that it no longer guarantees the same annual fixed level of CCLC
revenue. This modification should help ensure, in contrast to the implementation of the Embarg
Access Settlement, that the access charge reductions contemplated herein are realized.
Specifically, Embarq shall change the CCLC recovery mechanism to a per minute rate (that is
further revised in accordance with the schedule set forth below) based on year-end 2007 local
switching minutes and current fixed CCLC revenue amounts.”* We find that changing the CCLC
recovery mechanism so that it no longer guarantees the same annual fixed level of revenue will
help effectuate, and will result in a reasonable implementation of, the intrastate access charge
reductions required herein.

Next, Embarq shall reduce its intrastate access rates by reducing the CCLC per minute
rate by 50% pursuant to the following schedule:

1) On or before January 1, 2010, Centel and United, individually, shall
restructure their CCL.C component to a per minute rate based on

year-end 2007 local switching minutes;

2) On or before July 1, 2010, Centel and United, individually, shall
reduce their January 1, 2010 per minute CCLC by 25%; and

3) On or before July 1, 2011, Centel and United, individually, shall
further reduce the CCLC to 50% of January 1, 2010 per minute CCLC.

Based on the considerations set forth above and the record in this proceeding, we
conclude that the intrastate access charge reductions set forth herein are reasonable. We

recognize, however, that the above transition does not completely eliminate the CCLC as

2 We also note that, prior to the Embarg Access Settlement, Centel's CCLC was assessed on a per line basis. See,
e.g., Exh. 44 at 9-10.



recommended by the Hearing Examiner, the Staff, and the parties. While, as discussed in the
following section, Embarq's assertions regarding concomitant retail rate impacts appear
questionable, taking a gradual approach to access charge reductions as reflected herein, among
other things, will ameliorate alleged upward pressure on retail rates and will assist in monitoring
the implementation and impacts of such reductions. Indeed, based on the transition schedule set
forth above, and as further explained below, Embarq has no reasonable basis to claim that the
access charge reductions required herein force it to immediately raise retail local exchange rates.

Finally, in this regard, we will keep the instant docket open and require Embarq to file
reports at least semi-annually with, and as may be further defined by, the Commission's Division
of Communications on the implementation and impacts of the access rate reductions required
herein. Accordingly, the Commission will conduct additional proceedings in this docket to
determine what amount — if any — of access charge subsidies remains appropriate in the
competitive market.

Local Telephone Rate Increases

At various points throughout this proceeding, Embarq has claimed that if the Commission
reduces intrastate access rates, then Embarq would in turn be required to raise its retail rates to
Virginia consumers in response thereto.? Embarq has also suggested that such action would be
required because these "[s]ubsidies ... keep local rates affordable,"?® and, thus, without such

subsidies Embarq will somehow be forced to make retail rates unaffordable by implementing

¥ See, e.g, Embarg's February 24, 2009 Comments at 9, 19, 26, 34.

*Id. at 17. See also id. at 18 ("Subsidies, therefore, keep retail rates affordable.").



"significantly higher local telephone rates."”” Such a claim has been contradicted by Embarq's
subsequent statements in this proceeding.

First, when the rate of return on common equity for Centel and United is reviewed, it is
clear that Embarq is earning returns well above traditional cost of service levels, apparently
based largely upon newer service offerings other than basic local telephone service. Specifically,
at the conclusion of this proceeding and at the request of the Commission, Embarq filed annual
rate of return statements for Centel and United.?® Those statements showed that, for 2007 and
2008, Centel's and United's total Virginia per books annualized rates of return earned on
common equity ranged from 21.08% to 24.58%.%

Second, Embarq's claims that any intrastate access charge reductions would force it to
increase prices under its Modified Plan for basic local exchange telephone service were further
undermined by subsequent developments in this proceeding. Specifically, Embarq eventually
admitted — at the conclusion of this proceeding during oral argument — that it expects to raise

retail rates under its Modified Plan regardless of the outcome of this case.>® Stated differently,

" See id. at 26 ("[I]f access rates are reduced, ... such a reduction will result in significantly higher local telephone
rates.").

2 Tr. 75-76 (March 20, 2009)..
? Exh. 52.
*® The following excerpts are from oral argument on March 20, 2009:

[EMBARQ'S COUNSEL]: I don't think I can commit to the, to the Commission that we
would not increase our rates if our access charges were kept constant., (Tr. 54, March 20,
2009.)

%ok ok

[COMMISSIONER]: What I'm trying to figure out is, would Embarq be increasing its rates
anyway under its [Modified] Plan?

[EMBARQ'S COUNSEL]: Probably. (Tr. 55, March 20, 2009.)

LR

[EMBARQ'S COUNSEL}: I'm saying that there is probably going to be a rate increase
anyway. (Ir. 63, March 20, 2009.)

Rk



Embarq's claim that a reduction in access charges would result in a rate increase for basic local
telephone service is belied by the admission that Embarq is planning to increase rates whether or
not access charges are reduced.

Next, rEmbarq mischaracterized the nature and implementation of its Modified Plan. In
approving the Modified Plan, the Commission found — as required by statute — that based on the
facts and circumstances established in that proceeding, such plan would protect the affordability
of basic local exchange telephone services.! Under the Modified Plan, prices for basic local
exchange telephone services cannot increase more than 10% on an annualized basis.*> For
example, the median residential basic local exchange rate for Centel is $10.65 per month;** thus,
a 10% increase thereto would increase the monthly rate by $1.07, to $11.72 per month.*

At the conclusion of this case during oral argument, Embarq eventually admitted as
follows: "So, the affordability aspect ... is really not in play here. We all know that ... the
Commission will make sure that Embarq's rates are affordable."*’ In that regard, the
Commission directs its Staff to monitor any changes in basic local exchange rates during the

transition period ordered herein, and the Commission will take appropriate action if necessary.>®

[COMMISSIONER]: [Y]ou're going to raise your rates anyway, right?
[EMBARQ'S COUNSEL]: Well, yes, probably. ... We wouldn't have asked for authority to
do so [in the Modified Plan] if we, if we weren't going to. (Tr. 133, March 20, 2009.)

3! See Modified Plan Order. at 8-9.

% See Embarq’s Modified Plan at J F.

%3 See Central Telephone Company of Virginia, General Subscriber Services Tariff, Tariff SCC No. 1.

** The Modified Plan also limits increases by imposing price ceilings for BLETS that reflect past GDPPI growth and
permitting these price ceilings to increase annually based on future growth in the GDPPI.

% Tr. 38 (March 20, 2009) (Embarq's counsel).
36 We also note that Va. Code § 56-235.5 D authorizes the Commission to “alter, amend or revoke” an alternative

regulatory plan when the Commission finds that “any class of telephone company customers ... are being
unreasonably prejudiced or disadvantaged by” such a plan.

10



Accordingly, we herein direct Embarq to provide any information or reports as may be further
defined by the Commission's Division of Communications to assist the Staff in its normal and
ongoing monitoring of Embarq's retail rates. We further conclude, as noted above, that Embarq
has no reasonable basis to claim that access charge reductions as set forth herein force the
company to immediately raise retail local exchange rates.

Cost of Service

Embarq also suggests that a reduction in intrastate access rates "potentially creates a
requirement to price Embarq's retail products and services at levels that may not permit Embarq

n37

to recover its costs of those products and services."”’ We do not find, based on the record in this

proceeding, that Embarq will be prevented from achieving revenues that cover its reasonable cost
of service.*®

In addition, and as explained above, Embarq has chosen to be regulated under an
alternative form of regulation,” as opposed to traditional cost of service regulation.*® Thus,
Embarq's Virginia jurisdictional rates — as permitted under its Modified Plan — are not based on
cost plus a fair return on investment; rather, such rates, among other things, protect the
affordability of such service. For example, under its Modified Plan, Embarq can charge within a
limited range of rates for basic local exchange telephone service. Furthermore, as noted above,

for 2007 and 2008 Centel's and United's total Virginia per books annualized rates of return

earned on common equity ranged from 21.08% to 24.58%.*' In addition, while the Modified

37 Embarq's February 24, 2009 Comments at 40 (emphasis omitted).
3 See, e.g., Report at 31-37, 40.

* Va. Code § 56-235.5.

“Va. Code § 56-235.2.

4 Exh. 52.

11



Plan also allows Embarq to charge whatever price the market will bear for certain competitive
and bundled services, if these competitive offerings are too expensive customers can either move
to the price-constrained basic local exchange service or go to a competitor (if available).
Likewise, the intrastate access rate changes that we require at this time do not result in
access charges exclusively tied to costs and will not eliminate all of the subsidies currently built
into Embarq's access charges.” We find, however, that such reductions represent a reasonable
decrease, at this time, based on the record in this proceeding. If Embarq believes — contrary to
our findings herein — that its existing rates and existing revenue sources are insufficient to cover
the cost of providing service, then Embarq may file an application in accordance with applicable
Commission rules and Virginia statutes seeking specific rates to recover its cost of service.*
Virginia statutes also permit the Commission to amend or revoke the Modified Plan if, among
other things, such plan "threaten[s]" the affordability of basic local exchange telephone service
or "is no longer in the public interest."**
The Hearing Examiner's Report also provides some insight into the potential revenue

impacts resulting from decreased intrastate access rates and Embarq's Modified Plan.* In

addition, as noted above, Embarq states that the CCLC currently provides approximately

2 See, e.g, Report at 31,

* The Hearing Examiner found, based on the record in this proceeding, that even if Embarq's intrastate access fees
are reduced to its interstate rate, such rate will still exceed Embarq's incremental cost of service under the
Commission's long-standing methodology. See Report at 31, 40. We herein require a more limited intrastate access
rate reduction than what was recommended by the Hearing Examiner. Accordingly, Embarq will still be receiving a
subsidy in its access fees.

“Va. Code § 56-235.5D.

% See Report at 33-37. We note that Embarq objects to some of the estimates in the Hearing Examiner's Report.
See, e.g., Embarq's February 24, 2009 Comments at 33-40. Although not necessarily required for our findings
herein, we find that data in the Hearing Examiner's Report serves as a reasonable illustration for purposes of this
discussion. The Hearing Examiner also uses data provided by Embarq to compare (1) access revenue reductions, to
(2) estimated Modified Plan revenue increases. These estimated revenue increases, however, have been treated as
confidential in this proceeding at Embarq's request. See Report at 33-37.

12



$22.8 million of annual revenue. The true amount of current CCLC revenue — on a total Embarq
company basis — is significantly less than $22.8 million, as a portion of that amount is returned
by Embarq's retail long-distance company as payment to its wholesale long-distance provider.
That is, Embarq provides bundled long-distance service through an independent wholesale
provider. The expense to Embarq's retail long-distance company for this service includes the
intrastate access charges paid by the wholesale provider. Thus, while Embarq receives intrastate
access charges from many long-distance providers, any such charges received from its wholesale
long-distance provider must be returned as an expense.*® As a result, there is a significant
amount of CCLC revenue that Embarq's local exchange companies take in from such
transactions, but that Embarq's retail long-distance company must pay back out, and, thus, on a
company-wide basis CCLC revenues are significantly less than $22.8 million.*’

Va. Code §§ 56-235.5:1 and 56-235.5

We disagree with Embarq's assertion that reducing subsidies currently contained in
intrastate access rates "put[s Va. Code § 56-235.5:1] in conflict with [Va.] Code § 56-235.5."*8
To the contrary, our decision herein is consistent with both statutes. For example, under
§ 56-235.5:1 of the Code as noted above, we have "consider[ed] it in the public interest to, as
appropriate, ... promote competitive product offerings, investments, and innovations from all
providers of local exchange telephone services in all areas of the Commonwealth."*

Furthermore, under § 56-235.5 B of the Code, Embarq's Modified Plan — at the time it was

% See, e.g., Report at 36-37.

*" The estimated percentage of Embarq's CCLC revenue that is actually paid back by Embarq's retail long-distance
company has been treated as confidential in this proceeding at Embarq's request. See, e.g., Report at 36.

* Embarq's February 24, 2009 Comments at 39.

¥ See, e.g., Report at 24-25.

13



previously approved by the Commission and voluntarily adopted by Embarq — "protects the
affordability of basic local exchange telephone service [and] is in the public interest." Neither
these two statutes, nor the Commission's implementation thereof, are in conflict.
Discovery

Embarq asserts that the "Hearing Examiner denied Embarq's ability to gather facts to
determine whether the public would benefit by Embarq reducing access charges."*® According
to Embarq, "the Hearing Examiner denied Embarq access to information regarding Sprint's 'flow
through' of purported savings to its Virginia customers resulting from lowering of intrastate
access charges in Virginia."! Embarq concludes that the Hearing Examiner "prejudiced
Embarq's defense of its intrastate switched access charges in this proceeding and significantly
limited Embarq's ability to defend the assault on its access charges brought by the Staff and other

"2 We find, however, that the information sought by Embarq from Sprint — and the

parties.
’conclusions that may or may not have been drawn from such — would not alter our analysis of
Embarq's intrastate access rates. Our findings herein are not dependent upon the "flow through"
to Virginia consumers of any amount of potential savings from reduced access rates.
Accordingly, we conclude that Embarq was not prejudiced by the Hearing Examiner's rulings in

this regard.

Universal Service Fund

Embarq asserts that, "[a]t a minimum, before any access reductions are implemented for

Embarq, the Commission should convene an evidentiary investigation to determine whether the

*0 Embargq's February 24, 2009 Comments at 15 (typeface modified).
°' Id. at 16.

21d at 17.
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'policy' relied upon in the Report is more appropriately applied to rural Virginia through creation
and implementation of a state [Universal Service Fund ('USF')] - i.e., a mechanism for removing
subsidies from intrastate access rates and maintaining the affordability of local exchange rates of

"3 We find that it is not necessary to investigate the reasonableness

customers in rural Virginia.
of establishing a USF prior to implementing the intrastate access rate reductions in the manner
and under the time frames established herein.

Contrary to Embarq's characterization, our findings in this matter do not set a "policy" for
rural Virginia or the myriad of small local exchange telephone companies and cooperatives
serving rural Virginia. Rather, our findings herein are applicable to a single company — Embarq
— which is the second largest ILEC in the Commonwealth.>* In addition, and as discussed above,
Embarq is differentiated from other carriers by the fact that it has chosen to be regulated under
an alternative form of regulation, which statutorily protects the affordability of basic local
exchange telephone service.”” As this Order applies only to Embarq, we do not find that a state
USF investigation is required prior to implementing Embarq's intrastate access rate reductions.>®

Accordingly, IT IS HEREBY ORDERED THAT:

(1) Embarq shall reduce its intrastate switched access rates as required in this Order.

3 1d at 44.

** Virginia's two largest ILECs in terms of access-line market share are Embarq and Verizon. Rural local exchange
carriers ("RLECs") are so small in terms of statewide access-line market share that intrastate access charges paid to
them reasonably have a de minimis impact on competition statewide.

55 Verizon is the only other incumbent local exchange carrier that has chosen to operate under an alternative form of
regulation pursuant to § 56-235.5 of the Code. See Application of Verizon Virginia Inc. and Verizon South Inc. For
Approval of a Plan for Alternative Regulation, Case No. PUC-2004-00092, Final Order (January 5, 2005).

* Nor do we find — contrary to Embarq's request — that the Commission should delay acting in this matter in
anticipation of some possible, undefined action by the FCC. See, e.g., Report at 38.
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(2) On or before December 1, 2009, Embarq shall file revised tariffs with the Division of
Communications for its intrastate switched access services to be effective on and after January 1,
2010, which reflect the CCLC component on a per-minute rate as required by this Order.

(3) At least thirty (30) days prior to any intrastate switched access rate reduction required
by this Order, Embarq shall file revised tariffs with the Division of Communications for its
switched access services to be effective as of the date of such required reduction.

(4) This matter is continued.

AN ATTESTED COPY hereof shall be sent by the Clerk of the Commission to all
persons on the official Service List in this matter. The Service List is available from the Clerk of
the State Corporation Commission, ¢/o Document Control Center, 1300 East Main Street, First
Floor, Tyler Building, Richmond, Virginia 23219. A copy shall also be delivered to the

Commission's Office of General Counsel and Division of Communications.

ATrueCopy (M
Teste:

Clerk of #ie
State Corporation Commission
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